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SUBJECT: US POSITION ON IDB LOAN TO FED 

1 . OVER LUNCH ON AUGUST 10, PRESIDENT SOMOZA TOLD ME THAT HE 
HAD BEEN INFORMED BY AMBASSADOR GUILLERMO SEVILLA SACASA THAT 
THE USG INTENDED TO VETO A $15 MILLION IDB (FSO) LOAN TO THE 
CENTRAL BANK'S FED FOR RURAL INDUSTRY. ACCORDING TO SOMOZA, 
AMBASSADOR SEVILLA-SACASSA HAD SPOKEN TO THE U.S. EXECUTIVE 
DIRECTOR OF THE IDB ABOUT THE LOAN, AND DR. MARIO ALONSO, 

DIRECTOR OF THE FED, HAD MET WITH A MR. IAN ROSS. EITHER SEVILLA- 
SACASA OR ALONZO, IT WAS NOT CLEAR WHICH ONE, HAD INFORMED 
SOMOZA THAT THE ALLEGED U.S. VETO THREAT WAS DUE TO 
"POLITICAL REASONS" CONNECTED WITH THE HARKIN AMENDMENT. 

2. IN REPLY, I TOLD SOMOZA OHAT I HAD HEARD NOTHING ABOUT ANY 
"THREATENED" U.S. VETO OF THE LOAN, AND THAT I WAS NOT AWARE 
THAT IT FACED ANY SPECIAL PROBLEM, ASIDE FROM THE USUAL TECHNICAL 
ONES OF MEETING BANK FSO LENDING CRITERIA. I ADDED THAT 

PRIMA FACIE IT WAS DOUBTFUL THAT THE U.S. GOVERNMENT HAD TAKEN 
A POSITION ON THE LOAN BASED ON THE HARKIN AMENDMENT, SINCE 
NICARAGUA HAD NOT BEEN PLACED IN THE HUMAN RIGHTS CATEGORY WHICH 
WOULD INVOKE THE AMENDMENT. IN ANY EVENT, I PROMISED THAT I 
WOULD MAKE INQUIRIES AND FULLY INFORM HIM 

OF OUR POSITION, WHICH I DID NOT THINK WAS ACCURATELY DESCRIBED 
BY HIS AGENTS IN WASHINGTON. 
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3. THE PRESIDENT SAID THAT HE WOULD APPRECIATE KNOWING WHAT 
PROBLEM, IF ANY, THE U.S. GOVERNMENT HAD WITH NICARAGUA'S 
LOAN PROJECT. HE EXPRESSED CONSIDERABLE CONCERN ABOUT NICAR 
AGUA BEING DENIED SOFT LOANS FROM THE IDB'S FSO, WHICH WOULD 
SIGNIFY A SHARP TURN IN U.S. POLICY AGAINST A FRIENDLY COUNTRY, 
WITHOUT WARNING OR REASON. 

4. IN VIEW OF THE SENSITIVE AND DELICATE NATURE OF THIS ISSUE, 

I SUGGGEST THAT YOU TAKE IT UP PERSONALLY WITH THE TREASURY AND 
THE U.S. EXECUTIVE DIRECTOR. IT WOULD BE HELPFUL IF YOU COULD 
ASCERTAIN WHETHER THERE IS A PROBLEM WITH THE FED LOAN, OUR 
VIEWS OF THE PROJECT, AND OUR GENERAL POLICY TOWARDS 
NICARAGUA'S ACCESS TO FSO FUNDS. HAS THE HARKIN AMEND- 
MENT BEEN RAISED IN CONNECTION WITH THIS LOAN PROJECT? IF SO, 

IN WHAT WAY? 

5. PLEASE ADVISE ASAP. 

THEBERGE 

NOTE: TEL RECATEGORIZED PER DMACK S/S-0 8/16/76. 
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